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ACT505 – Accounting Theory 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
The exam has two sections: 
Section A must be answered on the Multiple Choice Answer sheet provided in this examination paper 
and must be handed in with your answer booklet.  Please ensure that your name and student number 
are clearly indicated on your Answer Sheet and at the top of this examination paper.  
Section B is to be answered in the answer booklet provided, except Question 4. You must Answer 




You may begin writing from the commencement of the examination session.  The reading time 
indicated above is provided as a guide only. 
This is a RESTRICTED OPEN BOOK examination 
Any non-programmable calculator is permitted 
No handwritten notes are permitted 
Hard copy, unannotated English translation dictionary only 
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Section B 
Short Answer Questions 
Total No of Marks for this section:  50 Marks 
This section should be answered in the Answer Booklet provided. Except question 4. 





From a critical perspective, what is the role of the IASB Conceptual Framework for Financial 
Reporting? 
          (Marks 10) 
Question 2 
Identify and explain the perceived benefits that flow from the decision that a country will adopt 
the International Financial Reporting Standards (IFRS). 
          (Marks 10) 
Question 3: 
If a major Australian mining company reports record profits, is this profit figure misleading if 
the same company has polluted various river systems and has emitted toxic substances into the 
air, and has not placed a cost on these externalities? Explain! 
What is an externality, and why do financial accounting practices typically ignore externalities? 
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Question 4: 
(Note: You must answer this question in this question booklet) 
Gray (1988) developed a number of hypotheses relating Hofstede’s four societal cultural 
dimensions ( Power Distance, Uncertainty Avoidance, Individualism and Masculinity), to each 
of his four accounting values (Professionalism vs Statutory Control, Uniformity vs Flexibility, 
Conservatism vs Optimism, and Secrecy vs Transparency).  
Required: 
Specify the hypothesised relationship between Gray’s accounting values and Hofstede’s cultural 
values by filling in the boxes in the table below by using:  “+’’, or “_”, or “?”. Where  
‘+’ indicates a positive relationship, 
 ‘_’ indicates a negative relationship, and 
‘?’ indicates that the direction of the relationship is unclear.  
Only one symbol is allowed in each box. There are 16 boxes and each has one mark. 
 
                          
Cultural Values 
(From Hofstede) 
                                          Accounting Values  (from Gray) 
      
Professionalism  
     Uniformity       Conservatism Secrecy 
Power Distance          
Uncertainty 
Avoidance 
        
Individualism          
Masculinity         
 
        (Marks 16) 
